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The Balkan Storm Center 


The menace of the Balkan situction, which is causing 
much concern in Europe, is impressively discussed by 
Hamilton Fish Armstrong, author of The New Balkans 
in Foreign Affairs for January. “Every international 
event [in the Balkans] is traced rightly or wrongly to the 
supposed will of Premier Mussoiini or his servants.” 
Albania, according to Mr. Armstrong, is the “unfortunate 
middle marker” in the “Balkan tug of war” between 
Italy and Jugoslavia. At present ltaly is “having her 
way.” There have been three‘stages in the development 
of Italy’s plans: “the stage of legal preparation” in 1921 
when the Council of Ambassadors agreed that the main- 

nce of Albanian integrity should be entrusted to 
e: “the stage of direct negotiation” which resulted 
in the two treaties of Tirana between Italy and Albania 
(See INFoRMATION SERVICE for May 14, 1927, for a dis- 
cussion of the first Treaty of Tirana) ; the present “stage 
of active exploitation.” The Albanian National Bank 
and the Society for the Economic Development of Al- 
bania are the chief means for this exploitation. 

Although the Albanian government was supposed to 
receive 49 per cent of the stock of the bank, which “acts 
as treasurer for the Albanian state,” “none has reached 
there yet.” The Society for the Economic Development 
of Albania has made a loan to the Albanian government 
of, nominally, 50,000,000 gold francs. All revenues from 
customs and monopolies are pledged as security for this 
loan. But Mr. Armstrong explains that the terms of 
the loan were so arranged that Albania’s indebtedness is 
70,500,000 gold francs. Of this loan, he says, Albania 
had received up to October 1, 1927, about 6,000,000 gold 
francs. Yet in March, 1927, 5,636,850 gold francs were 
budgeted by the Albanian Minister of Finance as interest 
due to Italy on this loan. Since Albania’s total revenues 
are only about 20,000,000 francs, this payment could not 
be made. The Italian government authorized the Italian 
Minister of Finance to advance to the Society for the 
Economic Development of Albania the sum due, thereby 
shifting the burden to Italian taxpayers. Mr. Armstrong 
believes that through this procedure, which will probably 
be continued, “Italy . . . holds a mortgage on Albania 
which Albania can never hope to pay off and on which 
she can never pay a cent of interest.” Italy has thus 
gained a new right “namely the right of foreclosing her 
| sey and taking control of Albania in order to pro- 

her financial interests there.” This, however, would 
almost inevitably lead to war with Jugoslavia. 

In this connection Italian military activities in Albania 
are significant. A general system of roads in Albania 
has been laid out by the chief of the engineering section 
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of the General Staff of the Italian army and his plans 
are being executed by other Italian officers. These roads, 
for the most part, lead toward the Jugoslav frontier— 
some of the most important ones from small harbors, 
important only for muutary purposes, according to Mr. 
Armstrong. Even more significant, perhaps, is the fact 
that most of the Austrian-made equipment of the Al- 
banian army at the beginning of Ahmed Zogu’s régime, 
as well as the soldier’s uniforms, has been discarded for 
Italian equipment. Mr. Armstrong believes that these 
supplies are charged to the account of the Italian gov- 


ernment with the Albanian National Bank, but, he says, 


“no definite information on the matter can be secured 
in Tirana.” The Albanian army is directed by Italian 
officers who receive their pay from Rome. 

This state of affairs naturally worries Jugoslavia. Mr. 
Armstrong explains, however, that if Bulgaria and Jugo- 
slavia were on good terms the Albanian question would 
be much less important. In Macedonia “revolutionary 
outrages of Bulgarian origin” occur very frequently and 
prevent Bulgaria and Jugoslavia from reaching really 
friendly relations. The prospect of war with Italy alone 
would not seriously disturb Jugoslavia. But the danger 
is that Bulgaria might take the opportunity of such a 
conflict for revenge on Jugoslavia. 

Mr. Armstrong thinks that Jugoslavia magnifies the 
danger of open aggression on the part of Italy. This, 
according to Mr. Armstrong, would be impossible without 
English support which would not be forthcoming. 

The recently signed treaty of mutual defense between 
France and Jugoslavia will probably strengthen the com- 
mon interests of these two countries and increase the 
Franco-Italian friction. Efforts were made to bring Italy 
into this treaty but Sig. Mussolini refused because Italy’s 
“freedom of action in the Adriatic could not be circum- 
scribed.” Mr. Armstrong thinks that the second treaty 
between Italy and Albania does not change the situation 
to any extent. Mussolini, in the author’s opinion, is prob- 
ably “playing for prestige,” and the chief danger, then, 
is that “events may be too strong for him.” The solution 
of the problem, as Mr. Armstrong sees it, is that Great 
Britain and France may be able to prevent any action by 
Mussolini and that “some way will be found of intro- 
ducing the League of Nations into the bankruptcy pro- 
ceedings toward which Albania is now headed.” 


International Industrial Agreements 


Recent announcements of the formation of international 
industrial agreements and the consideration of this ques- 
tion by the World Economic Conference have called 
attention to an industrial development which is of great 
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importance to the economic relations of most of the 
nations of the world. 


Tue Causes 


This development like other economic phenomena has 
deep roots. It has a political as well as an economic 
significance. It is designed to cope with matters for the 
control of which no adequate political organization has 
as yet been established. 

Although each of the industrial nations in Europe has 
natural resources of one sort or another, no one nation 
has a great enough variety and in sufficient amounts to 
enable it to become a self-sustaining economic unit. Each 
must therefore obtain some of its raw materials from 
others. 


The tendency, furthermore, in each industrial nation 
has been to develop in its important industries a productive 
Capacity which is greater than can be absorbed by the 
home market. For large scale industries to carry on mass 
production at the lowest cost it is necessary for them to 
be run at full capacity. These factors have provided an 
incentive to form cartels, trusts or combinations within 
each nation in order to exercise some control over com- 
petition and to regulate supply and prices. 

During the war military necessity dictated a unification 
of production and its expansion to a degree never at- 
tempted before. Concerns which had been competing 
for decades were thrown together by governments or 
taken outright in a massed effort to keep the troops sup- 
plied. When peace came the advantages of large scale 
production and distribution were more obvious than ever. 
But in most instances the demand for the output of in- 
dustry slackened and manufacturers found themselves 
with plant facilities on their hands whose capacity far 
exceeded peace-time demands. An alternative to com- 
petitive ruin was combination to limit production and 
stabilize prices so that output would bear some relation 
to the market demands. 


INTERNAL CONSOLIDATION 


These conditions within each of the principal industrial 
nations led to a degree of industrial consolidation never 
before approximated. Perhaps this development has gone 
further in Germany than in any other country, because 
no legal obstacle stood in the way. The present tendency 
is to convert the associations and cartels into vast co- 
ordinated organizations which substitute central financial, 
technical, production and price control for voluntary 
agreements between individual firms. This process is 
under way in the chemical, steel, electrical, potash, textile 
and other industries. In industries in which no single 
combination dominates the situation, cartels and trade 
agreements have reached a high degree of development. 

In these developments the state has had a guiding 
rather than a restraining hand. In Germany, the state 
and industry are largely partners in a common enterprise. 
The government participates directly with private capital 
in the ownership and management of industry. For 
example, through the United Industrial Undertaking 
(Vereinigte Industrie-Unternehmungen A.-G., called the 
V. I. A. G.) of which the government is sole stockholder, 
the state owns a majority of the stock in several of the 
largest electrical power companies and holds a minority 
interest in many others. Through the same concern the 
government controls the manufacture of aluminum and 
of nitrogen fixation (outside of the chemical trust), has 
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a voice in shipbuilding and the super-phosphate indus- 
tries, and conducts a large banking business. 

Although France before the war could hardly eg 
with Germany in industrial concentration, since the 
combinations in the steel, chemical, coal, electrical ma- 
chinery, and textile industries have grown apace. Also in 
the aluminum, cinema, and sugar industries ownership 
and control is highly centralized. Apart from formal 
agreements or actual combination, moreover, French in- 
dustry through interlocking directorates is held together 
by informal alliances to a degree which would be con- 
sidered objectionable in the United States, though not 
in France. 

Similar industrial developments to those in Germany 
and France are also in process in Italy, Belgium and 
other countries, 

The industries in Great Britain are not integrated to 
so great an extent as in either France or Germany. Al- 
though the control of production and prices through trade 
agreements between independent concerns has modified 
competition to a considerable degree, changing economic 
conditions are likely to prove a strong temptation to break 
the agreements. There are, to be sure, huge concerns in 
various industries but they are, with the exceptions noted 
below, mainly due to expansion of their own business 
rather than to amalgamation with other firms. In the 
iron and steel, coal, textile, machinery, electrical equip- 
ment, and power industries there is no domination by any 
single firm or alliance of firms. On the other hand, in 
the chemical, rubber, artificial silk, soap, wall paper, 
matches, liquor, and thread industries from 70 to 90 
cent of production is under the control of merged 
cerns. 


‘INCENTIVES TO INTERNATIONAL AGREEMENTS 


Since it is evident that no European nation can carry 
on an economically independent existence, a further step 
in the coordination of competing concerns seems to be 
the logical outgrowth of the over-expansion of productive 
equipment and consolidation which have come about in 
each of the principal industrial nations. To the extent 
that experience had shown this to be a valuable expedient 
in each nation, the natural conclusion has been that it 
would prove successful if carried out through interna- 
tional combines. 

If further inducement was needed it was easily found 
in the emphasis which each nation put on national pro- 
tection and regulation of import and export trade. This 
condition naturally gave rise to an interest in international 
industrial agreements in order to attain through economic 
effort that which for the time being could not be attained 
politically. Out of informal meetings of industrial execu- 
tives and financiers and through exchange of economic 
data it was discovered that unnecessary friction could be 
eliminated and close alignments could be made which would 
offset unsound methods of trade. Since loose agreements 
are always liable to a sudden overthrow, it was decided 
to interlock the various interests as much as possible so 
that consolidation might survive unavoidable shocks which 
might arise as the result of varying political policy. 

To characterize this development the term “rationaliza- 
tion” has been coined. As a process it is supposed to be 
devoted to lowering costs, improving quality and enc 
aging cooperation and to the breaking down of sor 
national boundaries. Although these ends may be at- 
tained to a large degree, it is probable that attempts to 
allot territory and to make price agreements will play 
a large part in international industrial alliances. 
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ComMBINATIONS RECENTLY ForMED 


t this supposition has some foundation is to be 
d in recent efforts to establish what have been vari- 
ously termed international trusts, accords, and ententes. 
A news item which deals with the possible collapse of 
the European steel trust, composed of Germany, France 
and Belgium, stresses the difficulty of arriving at an under- 
standing upon a unit world sales organization, export 
quotas, and the fixing of prices which will enable the trust 
to compete with British and American manufacturers. 
The chemical accord of which Germany, France, Great 
Britain, Belgium, Switzerland and Italy are members 
deals with the allocation of markets and the fixing of ex- 
port quotas. The agreement of Cuba, Germany, Czecho- 
slovakia, and Poland to restrict sugar production is ex- 
pected to be successful if the Dutch or Japanese interests 
can be brought in and if Porto Rico, the Philippines and 
Hawaii do not take advantage of the agreement to increase 
output. 

Besides the over-development of each nation’s pro- 
ductive facilities, which serves as an explanation of the 
formation of international industrial agreements, the com- 
petition of American steel and chemical interests is 
pointed to as a justification for the movement. It is 
expected too that American industries which carry on a 
large exporting business will take advantage of their right 
to form associations under the Webb-Pomerene Act. A 
few groups like the Sulphur Export Corporation, the 
Alkali Corporation, and the Naval Stores Export Cor- 
= have already been formed to operate under that 


CONCLUSIONS OF THE WorLD Economic CONFERENCE 


In view of the present tendency to form international 
industrial organizations the reaction of the World Eco- 
nomic Conference to the matter is of considerable interest. 
It was agreed that “rationalization” for the purpose of 
eliminating waste, lowering costs and prices, and expand- 
ing markets should go on. But the conference considered 
that “the field of operation for agreements, both national 
and international, is usually limited to branches of pro- 
duction which are already centralized and to products 
supplied in bulk or in recognized grades, and that, con- 
sequently, they cannot be regarded as a form of organi- 
zation which could by itself alone remove the causes of 
the troubles from which the economic life of the world 
and particularly of Europe is suffering.” However, it 
concluded that a “more rational grouping of undertak- 
ings” is necessary in order to “reduce the evils resulting 
from fluctuations in industrial activity.” 

On the other hand it recognized that “such agreements, 
if they encourage monopolistic tendencies and the appli- 
cation of unsound business methods, may check technical 
progress in production and involve dangers to the legit- 
imate interests of important sections of society and of 
particular countries.” Consequently it is “necessary that 
agreements should not lead to an artificial rise in prices, 
which would injure consumers, and that they should give 
due consideration to the interests of the workers. It is 
further necessary that they should not, either in intention 

ffect, restrict the supply to any particular country of 
materials or basic products, or without just cause 
create unequal conditions between the finishing industries 
of the consuming and producing countries or other coun- 
tries situated in the same conditions. Nor must they have 
for their object or effect any reduction in the economic 
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equipment which any nation considers indispensable, nor 
should they stereotype the present position of production, 
it puts the farmer group at an unfair disadvantage in 
the marketing world. Industry is subsidized by 
whether from the point of view of technical progress or 
of the distribution of industries among the various coun- 
tries in accordance with the necessities imposed upon each 
ry its economic development and the growth of its popu- 
tion.” 


Union-Management Cooperation— 
Pittsburgh Railways Company 


The scheme of cooperation between the union and the 
management of the Pittsburgh Railways Company was 
developed because the parties learned from experience 
that combative tactics were not constructive (P. J. Mc- 
Grath, American Federationist, December, 1927). “About 
a year and a half ago it was recognized that lack of 
understanding between those concerned could not produce 
satisfactory results and that conflicting claims could not 
be reconciled without an open discussion.” As a result 
a joint committee composed of the officials of each depart- 
ment and the executive board of the union meet once a 
month to discuss methods of improving the service and 
to adjust complaints arising on either side. 

At these meetings the entire range of railway operation, 
the comparative financial position of the company, the 
trend of business, and the interests of the traveling public 
are subjects for consideration. “No suggestion is ignored, 
for while it may not be acceptable as made, it may lead 
to other desirable methods whereby a great deal of good 
is accomplished.” Suggestions are taken down in short- 
hand and a copy is sent to each car house. They are then 
taken up by the departments concerned and the results 
are reported to the joint committee. Matters of outstand- 
ing importance are placed in the hands of a special investi- 
gating committee which reports to the general committee. 

Typical subjects proposed by the trainmen and consid- 
ered by the company are “additional service at peaks on 
certain routes, changes in car loading points, advisability 
of an early morning car on a certain route, loss of time 
in dropping trailers, children’s five cent school tickets, 
schedules, sanding equipment, car cleaning, thermostats, 
lights, switches, signals, etc.” 

These subjects indicate that the trainmen have a keen 
interest in the actual improvement of the service and are 
willing to cooperate for its attainment. It is characteristic 
of the American workman to want to understand and, 
understanding, to improve the quality of service and to 
stimulate interest in duties. “By so doing, the public 
benefits, the company profits, and the employes, by con- 
tributing to the success of the company, earn that recog- 
nition of their efforts that must eventually bring them 
the reward which the earnings of the company will 
permit.” 


The Church and Farm Relief 


M. A. Dawber, superintendent of rural work of the 
Board of Home Missions of the Methodist Episcopal 
Church, states his views on “Government Aid and the 
Farmer” in the Rural Evangel for November. Mr. 
Dawber says that as a general rule he is not in favor 
of a subsidy for the farmer. He is convinced that “the 
farmer must solve his own problems within his own 
group. Nevertheless, if we are to admit of a 
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system of protection in industry it must also be granted 
to agriculture. . . . We are obliged to consider the 
problem in the light of the fact that large subsidies are 
provided for other industries and so long as this continues 
means of protective tariffs; railroads, gas and 
electric light producers are assured by regulatory laws 
a fair return on investment and there is no good reason 
why those who produce the food of the nation should 
not receive some assurance of a return for their efforts. 
The products of the soil are a public need and that de- 
— public protection just as much as any other public 

“We should be interested in seeing that the people 
who are engaged in this primary occupation have a chance 
to get a fair share of the wealth they produce. ie” 
It is useless to talk about solving the country church 
problem without regard to the essential problem of the 
farm group. 
- “Let the church arise and face squarely this problem 
with our farmer folks.” 


A New Series of Forum Outlines 


The Program Section of the National Council of the 
Y. M. C. A. has announced a new series of ten numbers 
of its Forum Bulletin, which has been issued each winter 
for several years. Each number of the Forum Bulletin 
presents digests of data and opinion upon some topic in 
_ which there is considerable interest and also a suggested 
discussion outline. One of the peculiar values of the Bul- 
letin has been the fact that it is prepared primarily to give 
a person who is not an expert sufficient information to 
lead a discussion, The topics announced for publication 
beginning weekly in January are: 

Who Should Be Nominated for President? 


Retrial of Fall and Sinclair—Can We Do Anything About 
Political Corruption? 

Companionate Marriage—Is the Idea a Good One or Not? 
How Can City and Country Work Together? 

Can the Family Stand the Pressure of Modern Industrial 
and City Life? 

Do Athletes Make Good Citizens? What Value Is There in 
Modern Sport? 

What Income Do People Need to Get Married? 

‘Personal Security in Business, Home and Community Life. 
Has Prosperity Been a Good Thing for the United States? 
Our Community—Can We Do Anything to Help? 


- The cost of the ten issues is $5 and orders for single 
copies will be filled at 50 cents each. They are available 


from the National Council, 347 Madison Avenue, New 
York City. 
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College Censorship 


Kirby Page, editor of the World Tomorrow, has again 
been prevented, through official pressure, from speaking 
on a college campus. He had been scheduled to speak at 
two meetings on the campus of the Oregon State Agri- 
cultural College and to address two college classes there 
on January 10. The committee, composed of the secre- 
taries of the Y. M. C. A. and the Y. W. C. A. and two 
student pastors, had not tried to arrange for Mr. Page 
to speak at convocation, since the head of the military 
department is a member of the convocation committee. 
Instead, smaller meetings were planned and advertised: 
The day before Mr. Page arrived the president of the 
college told the chairman of the Y. M. C. A. advisory 
board that the advisability of Mr. Page’s speaking on the 
campus was doubtful and suggested that the chairman 
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The dean advised the two professors to whose classes Mr, 
Page was to speak to cancel the arrangements. This By 
also done. Mr. Page’s addresses were not directly 
bidden by the president, but official pressure was evidently 
sufficient to prevent them. Two well-attended meetings 
were held off campus, one in a hotel and one in a Methodist 
Church. Mr. Page comments that Oregon Agricultural 
College boasts that it is “the West Point of the Pacific 
Coast.” 


Intermediate Credit Banks at Work | 


Established by Congress in 1923, the 12 federal “inter- 
mediate credit banks” had made loans totaling nearly 
$250,000,000 by the end of the fiscal year 1926-27, ac- 
cording to the annual report of the Secretary of the 
Treasury, recently issued. It is estimated that about 1,- 
000,000 farmers (one-sixth of the total) participated in 
these operations. Assistance was given chiefly to growers 
of cotton and tobacco. These banks were set up to meet 
an obvious need of farmers for loans having longer ma- 
turity than the customary 90 day bank note. Loans are 
not made directly to individuals, but to banks by the 
process of “rediscounting paper,” and to cooperative mar- 
keting associations. It is felt by some that farmers and 
their leaders have been very slow to take advantage of 
the services of these institutions. The banks are empow- 
ered to loan much larger sums than have been asked. Oni 
December 17, 1927, the outstanding loans totaled $74,840,- 
901.39, of which $31,633,604.77 was in loans to coopers 
ative associations and $43,207,296.62 in the form @) 
rediscounts. These banks are a part of the federal gov- 
ernment’s vast ventures into rural credits since 1917. A 
critical review of the functioning of the intermediate 
credit banks and of the many other aspects of the present — 
rural credit situation appears in Social Aspects of Agri-— 
cultural Credit, a pamphlet recently issued by this Depart- 
ment. 


Farmers and World Peace q 


Indicative of a tendency among agricultural papers to — 
discuss world affairs, which has been noted before in 
this SERvIcE, is an article appearing in the American 
Agriculturist for December 24-31 upon “Working To- 
ward World Peace,” in which the various ‘proposals 
before Congress for outlawry of war and arbitration are 
reviewed. The article quotes at length Nicholas Murray 
Butler’s exposition before the Foreign Policy Association 
of Senator Capper’s resolution accepting the Briand pro- 
posal for the outlawry of war and also calling for similar 
treaties with other nations. 


Book Notes 


THE PUBLIC MIND. By Norman ANGELL. 
York, E. P. Dutton & Company, 1927. $3.00. a 
A caustic discussion of the “mob mind” with some sug- 

gestions for the conquest of human nature. : 


COMMUNISM. By Harotp J. Lasxr. New York, 
Henry Holt and Company, 1927. $1.00. ( 


New 


state and of economics, and its strategy as seen in Ru 
by the professor of political science in the University of 
London, 


A study of the history of communism, its theory of 4 


handle the matter. The meetings were then canceled, 4 
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